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from the editor
A public affairs forum was
held in Missoula in February
which explored the them e of
M o n ta n a ’s place in an
interdependent world. Co
sponsored by campus and
community groups from
Bozeman and Missoula, the
conference was funded in
large part by the Montana
Committee
for
the
Humanities. The dialogue
focused particularly on food
and energy policy as it
relates to Montana.
W e are pleased to publish
in this issue a selection of the
papers presented during the
two-day
meeting.
A
complete collection of the
papers is being sent to all
forum registrants by the
project director. Dr. Verne
House,
Cooperative
Extension Service, Montana
State University, Bozeman.
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T h e liberal arts are alive and well and living in
Montana. Research thrives, classes are filled. Why
should there be further question of the in
volvement of the humanities—the liberal arts—in
public life?
Some of the answers may be found in the enabl
ing legislation of the National Endowment for the
Humanities, established in 1965. Recognizing that
in our industrialized and heavily technological
society the perspectives and learnings of scholars in
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the liberal arts have too often been ignored, in that
year Congress created the National Endowment for
the Humanities to stimulate humanistic dialogue,
research, and debate. The primary assumption
behind the Endowment's enabling act is that the
teacher in the humanities, as a specialist in the
study of the values and experiences of humankind
over the centuries, can bring a different kind of
understanding to the necessary, but often
overlooked, examination of basic assumptions and
values which govern public policy discussions and
decisions. Such contributions are one way of re
storing the perspectives and insights of the
humanities to a world threatened with domination
by technology, massive organization, and an ex
aggerated sense of the present.
The real test of this concept came with the
creation of the state-based program, established in
Montana in 1972. This program places special em
phasis on the fundamental aims of dialogue, citizen
involvement, and relevance of the humanities to
contemporary issues. The Montana Committee for
the Humanities was established as the state-based
organization which disburses funds from the
National Endowment, reviewing proposals and
making grants to nonprofit organizations for
locally-developed projects which involve profes
sionals in the liberal arts in a dialogue with others
about issues of public policy.
It is clear that the perspectives of those who ask
“ Why” are as necessary to the full understanding of
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and solution to any issue of public policy in a
democracy, as the perspectives of those who can
explain “ How” public policy decisions can be im
plemented. Yet the challenges of exploring, set
tling, and governing a continent have led to a
substantial reliance in America on those with
technical, organizational, political, or economic
expertise for guidance in public policy-making.
The result has been the general exclusion of those
whose basic expertise lay in the study of the values
and habits of the human community—essentially
the “ humanists” —from any significant role in the
decision-making processes.
Humanists, for their part, have collaborated in
their exclusion from public life. There has been a
tendency for scholars in the liberal arts in America
to accept the philistinic view of themselves as
“ eggheads,” and to avoid the responsibility of
participating in the larger world of the community
beyond academia. Too often preferring the
comfort of the ivory tower to the mundane
marketplace, they have thus confirmed an image of
professionals in the humanities as people whose
knowledge is superfluous, because they have failed
to demonstrate the applicability of their
knowledge to contemporary problems. While
priding themselves on being the custodians of the
values of the culture, they have failed to relate
those values to practical questions of immediate
concern.
However, current issues in the human
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community which have seriously and adversely
affected the quality of American life in recent
decades—wars, political corruption, ecological
disasters, the list goes on—have shown the need for
a more serious examination and reconsideration of
American values, assumptions, and priorities than
has ever been undertaken in the past 200 years.
There is a place for the humanist in this re
examination. Scholars in the humanities can tell us
what others have thought about the problems as
well as what moral values and considerations of
logic and consistency seem to be involved. They
can tell us about how other communities, past and
present, have moved to solve similar problems, and
how and why they have succeeded or failed. Of
course, the humanist can't tell us what to decide.
Clearly, the final decisions about public policies
must rest with the whole community.
The state-based program in the humanities,
sponsored by the National Endowment for the
Humanities, is one mechanism for facilitating the
coming together of the academic humanist and the
community for the benefit of both. The humanist
who is deprived of dialogue with the community
outside the ivory tower of academia is deprived of a
meaningful course of education for himself. The
community which is deprived of the knowledge of
the humanist is spiritually and intellectually
impoverished, and denied the self-regenerative
influence of an important part of the human
heritage.
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An example of the kind of program which is
appropriate to the Montana Committee for the
Humanities' purposes and grant criteria was the
Third Public Affairs Forum titled “ Montana and the
Rest of the World," held February 13-14, 1975, in
Missoula. It was co-sponsored by the Missoula
branch of the American Association of University
Women; the Cooperative Extension Service and
the Kellogg-Extension Education Project at
Montana State University, Bozeman; the
Associated Students of the University of Montana
and the University of Montana Center for
Continuing Education, Missoula; and the Montana
Committee for the Humanities. This project
focused upon issues of public policy of concern to
Montanans, and included the perspectives of
people in agriculture, business, and politics, as well
as the liberal arts. Specialists in history, philosophy,
political science, economics, and sociology were
able to contribute insights from their disciplines to
the discussions of food- and energy-rich Montana's
place in an interdependent world. Members of the
audience were encouraged to participate in the
dialogue. Various points of view were thus aired
and explored, in a spirit of mutual cooperation and
concern. Such open and informed discussions of
public issues are in the best tradition of the
American democratic ideal, and the Montana
Committee for the Humanities is pleased to have
the opportunity to facilitate the continuation of this
tradition.
E

th e k e y n o te a d d re s s

INTERDEPENDENCE:
THE BOTTOM LINE
global crisis spells
opportunity
ORVILLE L. FREEMAN
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Interdependence: The Bottom Line

Orville L. Freeman, former governor of Minnesota, was Secretary of Agriculture in
the Kennedy and Johnson administrations and is author of World Without Hunger.
He is currently president and chief executive officer of Business International
Corporation in New York City. Business International is an independent research,
publishing and advisory organization serving international corporations and those
who support and govern them.

Tonight, as I address this distinguished audience of
Montanans, I recall vividly the first radio in the
Freeman family, not so many miles east of here, in
Minneapolis, Minnesota. I think it was the year
1925. The radio was a crystal set, the kind for which
you put on earphones and then had to move over a
coil of closely spun wire a sharp object with a point
on it resembling a Victrola needle. That's how you
located the station. My first recollection is of my
dad hunched over that radio, seeking a clear
channel for a station broadcasti ng from Fort Worth,
Texas, presenting a populist radical who was
attacking the chain store. My dad was a small
merchant. He was suffering badly from the
competition of stores, financed primarily in the
money markets of New York, that were spreading
around the nation in ready-to-wear drygoods and
groceries, and were, as he put it, running little
merchants out of business. Further, he would
declare with great vehemence, all the money
earned by those nationwide chain stores went right
back to New York and Wall Street. Moreover, my
dad would complain, all the decisions governing
those stores were made at corporate headquarters
back East rather than in the community; and the
only object and purpose of these big businesses
was to make a profit; they were not interested in
the well-being of the communities from which they
derived their profit. So my dad demanded that
Minnesota's borders be closed to these rapacious
foreigners, and insisted that this outside capital and
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investment should not be permitted to invade the
state of Minnesota, compete with its businessmen,
and exploit its people and resources.

The U.S.-model common market
In the fifty years that have passed since my father
demanded that Minnesota close its borders to
outside investment, this nation has prospered in an
unprecedented, undreamed of measure. The
single most important reason why it has prospered
is that the demands of my father and many, many
who felt and thought as he did, were not met. The
Constitution of the United States, in its commerce
clause, made illegal any restrictions on commerce
and the movement of goods and resources, people
and money between the states of the nation. As a
result, the United States, in these fifty years, built
the greatest common market in the history of
mankind.
Because there was a mass market, companies, as
they grew, were able to invest in research and
development to manufacture new products. They
could take advantage of mass production and
thereby lower costs to the consumer. Overall, they
produced the largest array of goods at the lowest
price any economy has ever offered. And created
the most affluent society mankind has known.
If my father, and those who felt as he did, had
prevailed, we here in the United States would today
have, in effect, fifty little countries, each with a
central bank, a separate currency, tariffs, and
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restrictions on the movement of people and goods.
Every state in the United States, except possibly a
few of the resource-rich and major manufacturing
states, would be running a large adverse trade and
payments balance with the state of New York. Here,
in the heartland of America, our standard of living
probably would be a third and certainly less than
half of what it is today. But the people of the United
States, drawing on the wisdom of our forefathers,
recognized that this continent was interdependent
and proceeded to design economic institutions
accordingly, so that, economically as well as
politically, ours is one great nation.

On the brink of a world common market
As I speak to you here tonight, nobody is listening
to me by fiddling with a crystal set. Instead, the
radio is probably a transistor. In addition, most
homes have a television set and, through a
communications satellite, are tied into a television
system with instantaneous picture reproduction all
over the world. As far as communication is
concerned, Montana, today, is much more a part of
the world and alert to what takes place throughout
the globe than Minnesota was aware of
developments and events in the United States
when my father brought home our first radio set in
1925.
The point I am trying to make is that, in a very real
sense, the world today stands at a decision point in
terms of the total world economy that is the exact
equivalent of the crossroads at which the United
States stood in national terms fifty years ago. Just as
the United States then was moving swiftly to a
unified economy on this continent, the world,
today, is moving swiftly to a unified economy on
this planet, with the nations of the world as basically
interdependent today as the states of these United
States were fifty years ago.
I could give you many examples of what I mean.
Let me just present two illustrations.
Interdependent markets in oil and wheat

The company which I serve as president and chief
executive officer. Business International, is active
all over the world. We bring to people throughout
the globe information on economic, social, and
political developments, arrd on how these
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developments affect international economic
activity—investment and trade, employment and
technology, sources and markets—everywhere.
This kind of activity, of course, requires that I travel
widely. In the last few weeks I have been in
Venezuela; in Beirut, Lebanon; in Saudi Arabia; in
Japan; in the Philippines; in Mexico; in the United
Kingdom; in Sweden; and in Switzerland. And
everywhere I went, two commodities, important to
the state of Montana and to all of the United States
and the world, were on everyone's mind. One was
oil: the action taken by the OPEC nations, and what
this action meant, could mean, should mean to the
future of the world. The other was wheat, the
challenge of food and agricultural production and
the threat of famine.

The United States sells 50 percent of its wheat to
the world—a substantial part of it coming from this
state. The United States also imports about onethird of its oil from outside its borders, and a
significant part of that is of vital importance to the
people and the economy of the state of Montana.
Today, roughly $125 billion of capital has been
invested by U.S. companies all over the world. That
investment makes possible the production of
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goods and services in excess of $400 billion per
year. In addition, these investments by U.S.
companies outside our national borders return to
the United States more than $10 billion a year—a
crucial contribution to the U.S. balance of
payments. Unfortunately, these investments
—which, in the main, have co n trib u te d
significantly to the well-being of the countries
where they have been made as well as returning
economic benefits to the United States—are
drawing increasing fire from some of the host
countries, as well as from segments of the home
country, right here in the United States. For
example, our good friend and neighbor to the
north, Canada, has recently legislated restrictions
on outside investment. On the other side of the
world, Australia has done the same. Much more
serious and crippling restrictions have been put in
place by developing countries in Latin America,
Asia, Africa, and even by some of the developed
countries in Europe. Everything I have seen in my
recent worldwide travels, and everything I have
seen in my lifetime, persuades me that this makes
no sense: for them, for us, for anybody.
The world economy at the crossroads

It seems to me that right now the world stands at an
important crossroads. The decades since World
War II have seen the greatest advance in econonic
well-being in the history of man. More people eat
well; live longer; are spared debilitating, grinding
labor; have good housing and clothing; have
access to decent medical care; and enjoy cultural
and recreational opportunities. The world's
productive output has climbed from $1 trillion to $3
trillion.
This phenomenal progress has taken place in a
relatively open world, where trade and investment,
and the movement of resources, technology, and
people have, generally speaking, been freer than
ever before.
Now, incongruously, demands are being made
all over the world to limit this freedom and to put in
place restrictions on commerce and the flow of
goods and resources and ideas. Just as my father
vehemently argued fifty years ago that "foreign”
capital from New York should be kept out of
Minnesota, so in many countries around the world
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today voices are heard making comparable
demands, with much the same passion and, it
seems to me, the same perversity.
Which path will we take?

So we stand at the crossroads. Which path will we
take? The path that will lead to an ever more open
economy worldwide, making possible the most
efficient combination of resources, people, and
technology; and taking advantage of modern
management techniques to produce more and
better goods that people want and need at less and
less real cost? Or will the world revert to narrow
nationalism and protectionism, repeating the
mistakes we made in the twenties and thirties,
which led to the Great Depression and, finally, to
World War II? I hope and pray that we will continue
on the road to an open world. But I am not at all
certain that we will choose that fork in the path.

The world in crisis
It is trite, but true, to say today that the world in
which we live is in crisis. Any of six major crises now
hovering over the world scene could, in the next
few years, gravely erode or even destroy
civilization as we know it. These crises are:
1. Nuclear destruction
2 Famine
3. Deterioration of the biosphere
4. Commodity shortages
5. Inflation, monetary breakdown, w orld
depression
6. Glaring, provocative imbalances in the
distribution of wealth
The threat from each of these crises is very real.
On the other hand, as the title of this address
indicates, crisis, by stimulating action, can spell
major opportunity. Out of the crises the world
faces today could come major international
institutional reforms, creating new institutions or
shaping existing ones to deal with the realities of
the world economic order. Shortages of oil, of
food, of minerals; inflation, unemployment,
recession—none of these need be a threat. We can
master them all. To do this, however, the
interdependence of our world today must be
recognized and institutions that can cope with the
crises must be constructed.
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To change institutions, even in revolutionary
times, is extremely difficult. Most human beings are
conservative. We are conservative in our personal
lives and family affairs, and we resist changes in the
community, state, and nation. Especially, we resist
change on the international front. More often than
not, change comes only at a time of deep crisis. It
takes something startling, compelling, clearly out
of the ordinary, to force people to even consider
new institutions.
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certainly makes sense, for example, in a very foodshort world for obese people to eat less meat and
get their protein from vegetables, thereby freeing
up per pound of protein seven out of eight pounds
of grain for hungry people in developing countries.
In an energy-short world, carelessly designed
buildings, wasteful of both heat and air condition
ing, scream for correction. Overpowered,
gasoline-gulping automobiles are an obvious

Increased production: the key
My major thesis is that the magnitude of the six
international crises the world faces today may
compel essential institutional change. If this
analysis is correct, then the world has a chance to
move to new levels of global cooperation. I do not
propose to address myself in detail to the
challenging problem of how each of these crises
can be met. But I want to submit to you my
conviction that they share one prerequisite, that
there exists one overwhelming need which must
be met if any of the crises is to be surmounted. And
that, if we meet that need, each one of the six crises
can be overcome. One word describes the need:
production. And I would add: more production
—much more production.
Never in its history has mankind had the
potential to produce as profusely as it can today.
Science and technology have placed great power at
man's disposal. Managerial and organizational
know-how are widespread. The potential to
produce what people need and desire is almost
unlimited. Yet we live in a world where perhaps
half, or certainly a third, of its people are, as
Franklin D. Roosevelt once said about the United
States, "ill fed, ill housed, and ill clothed." A
storehouse of potential abundance beckons. The
world searches for a key to open the door. If the
world could increase its productivity 50 percent, or
even 25 percent, all of the six crises now staring us
in the face would become manageable.
Such strong emphasis on the importance of
production would seem to contradict a very vocal
and growing school of thought around the world
that calls for limits of growth." However, the
contradiction may be more apparent than real. I
partly agree with the limits-of-growth school. It
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affront to the world's intelligence. To use scarce
resources carefully and frugally is no more than
simple decency and common sense.
However, I am convinced that the world's main
thrust must be to expand production rather than
restrict consumption. There is an old saying that
"all ships float on a rising tide." On the other hand,
when the tide goes out, they all get stuck on the
mud flats. M ore production means more
wherewithal, a larger pie with bigger pieces to be
shared. If people and nations must contest with one
another for a bigger piece of the same pie, the
inevitable result is conflict and destruction. Only
the hope that comes from a promised
improvement in the well-being of people can
moderate the contention, bitterness, and
ideological competition which threaten the world.
Today, not enough food is produced in the world
to provide an adequate diet for all. Yet, we know
how to produce it. There is no way to solve the

Montana Business Quarterly

13

Interdependence: The Bottom Line
hunger problem without producing more food.
And our biosphere need not deteriorate as the
world generates more power and turns out more
goods. Quite the contrary: plentiful energy (and
again, we do know how to produce it) can lead to
what Glenn Seaborg calls a recycling society, which
would protect the biosphere. Plentiful power to
reach low-grade minerals or develop substitutes is
the answer to menacing world mineral shortages.
Exploding inflation, extreme monetary stress,
mineral shortages, and the threat of a worldwide
depression w ill all respond to increased
production. The basic truth is that global demand
has outraced supply. Antiquated world institutions
have caused capital shortages with the result that
burgeoning needs and demands have outraced
production.
Of the great crises, the sixth, imbalance in the
distribution of wealth, may be the most difficult to
solve. It is certainly the most disturbing. Humanism
and egalitarianism are strong and growing forces.
Both demand distributive justice. Both expose the
incongruity of a world where 80 percent of the
people generate only 15 percent of the world's
annual product, and m ankind's ancient
scourges—poverty, sickness, ignorance; dull,
backbreaking, inhuman labor—continue and even
grow worse among at least one-third of the world's
people. The contrast between potential and
performance assumes explosive dimensions when
both the "haves" and the "have nots" are
reminded of it almost daily by radio, television, and
newspapers. People are no longer willing to accept
the ancient scourges of mankind as inevitable and
immutable. They are clearly labelled now as
engineering and organizational defects in a world
which has the productive capacity to eliminate
deprivation.

New international institutions needed
If, then, the prerequisite to meeting the world's six
crises is more production, and if current
technology, management ability, and resources
have the potential of vastly increasing production,
why is there a shortfall?
The answer, I submit, is outmoded international
institutions, or to put it another way, lousy
international habits and practices that prevent the
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kind of global cooperation and global problem
solving that is essential if the world's production
potential is to be tapped.
The multinational corporation

Despite the fact that the world is well on the way to
becoming a unified economy, more than a
hundred nation-states still jealously and selfishly
guard their sovereign borders. All over the world a
hodgepodge of different laws, regulations, and
requirements, the result of inward-looking
nationalism, restricts production. Yet, these same
national boundaries are already overlaid with
thousands of economic institutions, called
multinational or transnational corporations, that
somehow manage to do business and get things
accomplished over, around, and through national
boundaries. The result is a very complex political
and economic matrix which works somehow but
falls far short of what the most efficient
combination of resources could produce.
What could be achieved is dram atically
demonstrated by the extraordinary achievements
of the multinational corporation in the past twentyfive years. Despite innumerable restrictions and
limits externally imposed, the output of
multinational corporations has reached about $700
billion, some $400 billion of this by U.S.-based
corporations. This, incidentally, represents six
times the total of all U.S. exports during the same
period. And the growth of multinational corporate
output, despite all handicaps placed in its way by
outmoded institutions, has been a remarkably
steady 10 percent per year, as compared to an
average growth of about 4 percent in the
economies of the non-internationalized industrial
countries. This output rests on an investment of
$250 billion, and that investment, too, grows at the
rate of 10 percent. Just let your imagination roam
for a moment over the possibilities that would exist
if this productive thrust were not impeded, but
accompanied and encouraged by an open world of
free trade, free access to supply, and a common
currency.
It is my belief that restrictions of investment and
trade and of the movement of capital between
nations are the main obstacles to overcoming the
six crises facing the world today, and constitute the
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chief wasteful and unnecessary impediment to
building that better world of more food, less
debilitating work, better housing, more recreation,
improved health, and cultural opportunity—all the
things that make life rich and full—that the human
species clearly has the potential to provide for all its
members.
The dangers of nationalism

Extreme nationalism—perhaps it should be
accurately labelled "beg gar-thy-neighbo r”
nationalism—stands as a formidable, some say
insurmountable, barrier to the international
institution-building that is necessary if the world's
potential is to be realized. One of the problems in
exposing the threat of nationalism is that some
aspects of nationalism are positive and desirable. It
is inevitable that people in a common area,
speaking a common language, having a common
culture, history, and tradition and perhaps religion,
associate and develop a common identity. They
join in a responsibility for solving common
problems advancing common aspirations in such
fields as health, safety, education, housing,
transportation, and communication. The resulting
loyalties, internal relations, and shared goals are all
worthwhile. Nationalism becomes an evil,
however, when it manifests itself in anti-foreign
phobias, in ways that thwart cooperation and
threaten or even harm neighboring groups. To put
it in economic terms, nationalism becomes harmful
when nations try to export their unemployment by
running up tariffs and barriers to imports. This was
the main cause of the Great Depression and of
World War II. Nationalism is equally dangerous
when, in a period of shortages and inflation like
today, it demands embargoes that block exports of
commodities like soybeans or wheat, beef, or oil,
on which millions of people outside the producing
nations have come to depend, thereby creating
economic havoc for others and inviting retaliation
and finally economic breakdown for all.
The distinguished British historian, Arnold
Toynbee, a few years ago wrote in Center
Magazine, a publication of the Center for the Study
of Democratic Institutions, an article entitled, "The
Reluctant Death of Sovereignty." I highly
recommend it to you. Toynbee points out that what
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he calls the "w o rld w id e cult of national
sovereignty" is of relatively recent origin, having
arisen at the end of the 13th century with the
breakdown of the Holy Roman Empire. It
originated, he notes, with only one segment of the
human race, the West European segment, but has
since spread to all continents and races.
Toynbee characterizes nationalism as a cult
which, as the force of religion has diminished
around the world, has itself become a major
religion. And he describes it as "a religion whose
god is a Moloch, to whom parents are willing to
make human sacrifices of their sons, and of
themselves and of all their fellow human beings,
too, if a conventional war should escalate into a
nuclear one."
Finally, Toynbee points out that, far from being
divine, nation-states are nothing but man-made
public utilities. They are as unsuitable as gasworks
and waterworks for being made into objects of
worship. Toynbee closes his article with a
challenge, and I quote him.
While our hearts are still blindly devoted to national
sovereignty, our heads are already telling us that in this age,
national sovereignty spells mass suicide. The supreme
political question of our time is whether the head is going to
persuade the heart. W ill allegiance to the fatal ideal of
national sovereignty be transferred to the idea o f world
government in time to save mankind from self-destruction?

Unfortunately, it appears that nationalism rather
than ecumenism is expanding and becoming more
intense and emotional all over the world. Before
the Second W orld War, sixty to seventy
communities claimed sovereignty. In the past
twenty-five years, the number has almost doubled
and continues to increase. In Africa, for example,
nation-states have ju mped from four to forty-three,
as former colonies seek national identity. Each
wants to be recognized in the world as a proud,
independent nation-state. Each struggles to create
the institutions of government, to advance the
living standards of its population, and to bring its
people into the mainstream as a modern, educated,
technically advanced society. But even in Africa,
there is a minimum of cooperation between the
thirty-nine new states. Anti-foreign attitudes grow
and frustrate the aspirations of the people for
progress and improvement.
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The destructive practices of nationalism, and
their adverse effect, can be seen vividly in the
United Nations. The General Assembly and UNaffiliated agencies can move no further in serving
the cause of human betterment than the sovereign
states that make up the UN permit them to go. It
sometimes seems that the practice of national
sovereignty, and the means taken to jealously
defend it, perversely grow more intense as the
problems of the world become more complicated
and people's lives more interrelated.
It is very difficult to break down national barriers
because nationalism is mostly emotional: a frame
of mind, a philosophy, and, to many, as Toynbee
points out, a substitute for religion. Because it is
subjective, it is difficult to quantify, and therefore
almost impossible to discuss logically and
dispassionately. Because nationalism is so strong
and vocal, many insist that it is hopeless, pie-in-thesky dreaming, to call for cooperative arrangements
reaching across national boundaries to make more
efficient use of the world's resources.
Pie-in-the-sky or not, if mankind is to survive, the
stranglehold of “ beggar-thy-neighbor" national
ism must be broken. This won't, of course, be done
overnight. Nations are not going to rush into each
others' arms and suddenly adopt a world
constitution, create a world central bank and a
single currency, and legislate unanimously to
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protect the biosphere. However, it is well within
the realm of possibility that from a desperate effort
to find ways to cope with the major crises
threatening the world, there could emerge new
institutions: basic, international institutions which
reach across national boundaries and make it
possible to effectively mobilize the world's
resources.

Interdependence: the bottom line
We arrive, then, at my theme: Interdependence:
The Bottom Line, and that bottom line reads,
“ Crisis Spells Opportunity." It forces action.
As I see it, the current energy crisis and its
monetary implication dramatizes this fact. The oil
crisis touches intimately the lives of people
everywhere. It has created a capital concentration
and monetary situation unparalleled in human
history. Only completely new means and methods
of international cooperation can prevent it from
wrecking the world's economy. And it is my
contention that the higher oil prices and the
enormous concentration of wealth these prices
have suddenly created in the OPEC countries could
hold the answer to the devastating inflation which
threatens to undermine the world's economy. The
underlying reason for the accelerating rate of
inflation all over the world is soaring consumption.
Production has lagged behind demand, and one of
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the principal reasons why production has failed to
match demand is that the world hasn't saved the
enormous amount of capital necessary to harness
modern science and technology. Now, literally
overnight, a massive concentration of capital has
taken place. In 1974, the first year of this
unprecedented phenomenon, the best estimates
are that the M iddle East countries alone
accumulated between $40 and $50 billion in excess
of what can be put to work in these countries. It is as
if a giant sales tax had suddenly been levied on total
world consumption to meet the needs of a capitalshort world. And this tremendous concentration of
capital is controlled by a handful of men, perhaps
no more than a dozen, who have the power to
decide how it will be used.
Recycling petrodollars

The question the whole world is asking now is: will
this enormous concentration of funds be used to
get production moving, fill the gap between
demand and supply? This overriding problem—
perhaps the paramount question the world faces
now, has a one-word label that describes it
completely. The word is “ recycle.” Will the billions
of dollars that have been wrenched suddenly from
the oil-consuming countries and deposited in the
OPEC countries be recycled into productive use in
time? If the OPEC countries' new wealth is not
recycled, and in pretty short order, the world's
economy as it is now constituted will break down.
As I see it, what the world's current monetary
crisis does is to expose an antiquated institutional
practice that is a clear product of “ beggar-thyneighbor” nationalism. That antiquated practice is
the process of settling accounts between nations. If
there were one central bank, one common
currency in the world (as there is in the United
States), there would be no world monetary crisis. In
the United States, the fact that oil is concentrated in
Louisiana, Texas, and California has created no
balance of payments or monetary problem. Oil
wealth has spread all over the fifty states,
unrestricted in its movement by political
boundaries. If accounts had to be settled between
the fifty states of the United States, all but three or
four would be running a seriously adverse balance
of payments with New York State. If Minnesota,
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over the years, had had to balance its accounts with
New York, most of the folk in my home state would
probably still be living in the sod dugouts that our
pioneer grandparents built. I guess the situation
would be much the same here in Montana.
Another dramatic example of how incongruous
the requirement of settling accounts between
nations has become can be seen by taking a good
look at Italy. The financial pages of the world's
newspapers describe Italy as bankrupt. Yet, the
statistics that measure the domestic health of the
Italian economy reflect an entirely different
picture. In 1973, GNP growth in Italy was almost 6
percent. Industrial production was up almost 10
percent. Business International estimates that
Italy's strong economic performance slipped some
in 1974, will be pretty flat in 1975, but in terms of
overall growth and industrial production, it will
compare favorably with the rest of Europe. Italy will
outdistance by far the rather dismal growth record
of the United States in 1974 and 1975. How, then,
can it be said that Italy is bankrupt?
The answer is that Italy has to go through the
anachronism of balancing her accounts; that is, of
bringing back to Italy as much money as she sends
out to pay for imports. It makes no difference that
her domestic production is high, that she has
relatively little unemployment, and that the well
being of her people is improving. Italy is forced to
torture her economy, restrict employment, limit
the money supply, and take all kinds of steps to
crimp her productive capacity and undermine the
well-being of her people in order to meet the
arbitrary requirements of balancing her accounts
with other nations. Otherwise, in the daily
settlement which traditional nationalist practice
demands, the value of her currency will drop
precipitously, gravely affecting her relations with
other countries in the world's market place. If there
were a world central bank and a single currency, as
there is in the United States, this distorting process
would not be necessary. With a world central bank
and common currency, funds would flow freely
from one country to another, eliminating the
artificiality of having to balance accounts country
to country—a costly, confusing, and disrupting
process.
There is little chance that the world will soon
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have a central bank and one currency. However,
the current recycling crisis of oil money is exposing
the archaic monetary institutions that now
imprison the world, and is forcing the world's
political leaders to rethink the efficacy of these
paralyzing straightjackets.
Redesigning financial institutions

Possibly, the world is getting set to take a giant step
forward in redesigning international financial
institutions. The International Monetary Fund has
opened a new “ oil window/' with an estimated $6
billion to be made available by the OPEC countries
this year. Through this window, and in bilateral
arrangements, the OPEC countries are in the
process of making special loans, at subsidized
interest rates, to developing countries in the socalled Fourth World—developing countries with
very limited natural resources—so that these
countries can meet the desperate balance of
payments pressures that were caused by oil prices
that have quadrupled since the end of 1973.
Europe's Common Market, the EEC, has set up a
special fund that will extend credit to EEC nations
faced with severe balance of payments problems
caused by oil prices.
On an even more comprehensive scale, there is
the International Energy Agency which, at the

Spring 1975

instance of Secretary Kissinger, has brought
together the eighteen major oil-consuming
countries. They are at this very moment hammering
out an agreement to conserve oil, cooperate on
research in developing alternative forms of energy,
and share energy in the event of another oil
embargo. Further, they have agreed to set up a
“ safety net'' of some $25 billion that will be made
available in loans or guarantees to oil-consuming
countries facing fierce monetary pressure because
of the oil crisis. The compromise at Martinique
between French President Giscard d'Estaing and
President Ford called for the oil-consuming
industrial and developing countries and the OPEC
nations to meet in a preliminary conference in
March. The formula for this meeting is most
interesting. It represents a genuinely new approach
to creating a world economic order. It calls for a
pattern of four: three: three; representing four of
the major producing countries—Saudi Arabia, Iran,
Algeria, and Venezeula; three major industrialized
consumers—the United States, Japan, and the EEC;
and three of the big developing country
consumers—India, Brazil, and Zaire. Following this
exploratory meeting in March, the plan is that later
this year, when the consuming countries have
developed their own program of cooperation, they
will meet again with the OPEC nations and seek to
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develop new patterns for recycling OPEC money
around the world, to both developed and
developing countries.
This plan and this pattern hold, I believe,
tremendous promise. It could mean that the
massive accumulation of funds in the OPEC
countries would move by agreement to investment
where it is needed, and where it can be put to
effective use to harness science, technology, and
management know-how so that the world's
production potential can be fulfilled.
Developing world food institutions

Some important institution-building is under way,
as well, in the food and agriculture world. The
World Food Conference that was held in Rome late
last year broke new ground in international
institution-building, and some of its recommen
dations are now in the process of implementation.
There will be a World Food Council within the
United Nations. This Council will serve as a
coordinator, pulling together the now scattered
efforts of all the agencies of the United Nations
system, including the World Bank. This World Food
Council could be said to be a belated recognition
of something learned in two world wars: that food
policy can only be dealt with as a whole, and any
attempt to deal with it piecemeal by different
organizations is inefficient and ineffective.
Another new proposal for international

institution-building in the area of food calls for a
worldwide early warning system on food supplies
and the establishment of food security stocks.
These world food stocks will require far-ranging
international agreements and arrangements,
governing such concrete issues as how to build the
reserves; where they should be located; who pays
for them; and how and when they should be
released. Accompanying this particular call for
action, might be—and I think ought to
be—international agreements to accomplish
orderly marketing. For instance, stocks could be
sold into the market when short supply triggers
enormous, instantaneous price increases. World
experience with food supplies in the last two years,
when a 3 percent supply shortage triggered a 250
percent price increase, is a dramatic example of
what can happen to the detriment of all concerned
when there is no international mechanism that
makes orderly marketing possible. Finally, the
World Food Conference decided to form a
consultative group on food production and
investment in developing countries. The objective
of that group is to increase, coordinate, and
improve financial and technical assistance to
agricultural programs in developing countries.
Membership in that group is again a mix of donor
nations and the recipient developing countries,
representing another important new international
institution going into place.
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During the last couple of years there have been a
number of conferences sponsored by the United
Nations, addressing themselves to world problems.
There has been an environmental conference; a
conference on population; and a conference on
the law of the seas. And in the world of private
citizens there have been any num ber of
international conferences among scientists,
academicians, artists, and religious groups, as well
as a stepped-up exchange of ideas and people as
the world grows visibly smaller and more intimately
interdependent.
Let me close, then, on this note. Clearly, the
multiple crises the world faces have already
sparked a great deal of action on the international
front. It would appear that revolutionary change in
many areas and the building of international
institutions is under way. We may well be living in
one of the most unusual and exciting times in world
history, when human creativity, in response to the
demands of the times, will come up with the
responses that meet and match the needs of the
hour.
It could, of course, all break down. Should war
resume over Palestine and the oil embargo be
reimposed, it is hard to predict what might happen.
Then, too, the forces of narrow, jealous, inward
looking nationalism may prove so strong that the
uncharted sea of international innovation will
remain unexplored. As always, a great deal will
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depend on the level of political leadership. But
understanding of what is happening and what
needs to be done by people around the world,
particularly in the United States, the world's
greatest and most powerful nation, is crucial.
On balance, I am optimistic. I simply can't
believe that the world's political leaders, most of
whom I have been privileged to know personally,
will be so stupid as to turn their backs on the hard
lesson of past hatred, and give in again to parochial,
destructive, and dangerous national demands.
They remember, as do you and I, that the pettiness
and jealousies of national sovereignty blocked the
global cooperation that could have avoided World
War I, the Great Depression, and, with it. World
War II. I refuse to believe the same tragic mistakes
will be made again. I am encouraged that, instead
of the isolationist acts that characterized much of
the first half of this century, this time around the
U. S. Congress produced the Trade Act of 1974 that
looks toward an increasingly open international
econom ic system. That evidence, and my
confidence in the integrity and wisdom of the
world's political leadership, along with the fact that
omnipresent crises force us to decision-making,
cause me to believe that we will, after all, move in
the right direction, toward a world where the fact
of interdependence is accompanied by the choice
of collaboration. I am sure we can all agree that this
is an exciting time to be alive.
□

FOOD FOR
AMERICA FOOD FOR
THE
WORLD
who w ill
feed the
world?
DALE E. BUTZ
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W o rld hunger has received widespread publicity
in recent months. I was privileged to be an observer
at the World Food Conference in Rome last fall,
where the tragic situations in Bangladesh, India,
and the Sahel area of Africa were laid out. They
have also been forcefully portrayed in the press and
on television. Perhaps even more important than
the current crisis, however, is the prospective
renewal of the age-old race between population
and food supply: serious scholars of the problem
are now questioning the ability of Planet Earth to
feed the population that is soon to be with us. Many
predict that by the end of this century—a scant
twenty-five years from now—the world's popula
tion will have doubled, outrunning the available
food supply, and millions will starve.
In spite of all the attention and information
generated to date, I don't believe the average U.S.
citizen really comprehends the magnitude of the
problem or has insight into some of the rather
frightening choices that we as a nation and as
individuals may have to make in the years ahead.
Accustomed as we are to our affluence in income
and food supply, we simply cannot comprehend
the living standards of a large percentage of the
world's population. To be sure, in the United States
we have areas containing families with substandard
incomes and levels of living, where some people
occasionally may go hungry and many are
malnourished (but not all malnourishment is due to
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low incomes). We usually refer to these areas as our
pockets of poverty. Most of those persons classified
as poverty cases in the United States, however, are
considerably better off than some of the more
affluent people in Bangladesh or India. We who
have had an opportunity to see first hand the
hunger and malnutrition existing in the world
today find it very difficult to really convey to others
an accurate understanding of the economic, social,
and political conditions in a country such as India.
After one returns from a visit to one of these
countries the experience seems more like a dream
than reality.
Perhaps this is why it seems to be easy for large
numbers of people in the United States to adopt
the philosophy that we need to take care of our
own food needs first, and that any extra foodstuffs
will then be available for export or famine relief.
Those who espouse this philosophy would say that
in case of short food supplies, export embargoes or
controls should be used to assure ample supplies
for domestic consumers at “ reasonable" prices. We
in the United States have grown accustomed to
cheap food, and to some Americans it seems almost
like a b irth rig h t. Others, including many
politicians, feel that it is government's obligation to
assure its citizens relatively inexpensive food
supplies even .if such policies represent a
considerable cost to the taxpayers and/or to the
farmers who produced the food and fiber. I hope
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that our experience with soybean embargoes has
convinced us as a nation of the folly of such action.
It is truly counterproductive.
Unfortunately, I don't believe we have learned
our lesson well, since even today there are
suggestions that such controls over exports ought
to be applied if a short supply of corn and soybeans
threatens to send prices spiralling upward. The
government is reluctant to relax controls over

Cheap food for Americans,
no matter what?

exports even though prices of grains have dropped
sharply and export demand is sluggish. Since in the
years ahead it appears that worldwide demand for
food will be strong in relation to available supplies,
it would seem important that we as a nation
establish policies and philosophies that will be both
workable and acceptable for the long run. I believe
we need to implant in our national philosophy the
attitude that the affluent American consumer
should be ready, willing, and able to bid against all
comers in the marketplace for food supplies. This is
not likely to be popular because it almost surely
means higher food prices at specific periods of
time. However, I submit that the alternatives to this
kind of policy are not really very attractive if
realistically considered.
If we attempt to keep our food at home and to
limit foreign sales, we will add to the hunger and
starvation around the world since the United States
is one of the few countries capable of supplying the
needed food. Even though much of the American
public may be willing to stand by while millions are
starving around the w orld, I doubt that
governments in starving nations will accept such a
fate without trying to do something about it. It is
impossible to predict what form their reaction
might take, but I believe it is safe to assume that
under such circumstances there might be an
attempt to equalize the world's food supply by
force. With the current proliferation of modern

weapons, it is possible that we could be faced with
difficult, if not horrible, choices if we should
attempt to isolate ourselves on an island of plenty in
a sea of want.

Starving nations might
try to equalize the world
food supply by force

I am aware of the charges often made that if we
allow price to ration food around the world, the
food supplies will gravitate to those countries with
resources, and those countries without resources
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to exchange will carry the brunt of the adjustment.
There is a good deal of truth in these charges, but
this can be mitigated by sizable relief programs or
concessional sales to the hard hit areas. As
imperfect as this philosophy may be, I believe it is
still superior to other methods that might be used
to ration available food supplies. I would like to pay
my respects to a couple of ways that have been
mentioned or tried, however.
International Commodity Agreements have
been suggested as one means of balancing the
needs of nations with the capabilities of other
nations to supply such products. Sharing of markets
has not worked well in the past and there is little to
indicate that this system would work any better in
the future. Under such agreements there is
pressure to hold down prices, with nations
possessing temporary surpluses looking for ways to
undercut established prices in order to move
surplus supplies.
Suggestions have been made that large reserves
of food and grain are required to meet emerging
needs around the world. I think most people would
agree that there is need for food reserves to meet
emergency situations. The disagreement arises
over who should carry the reserves. As a
representative of farmers, I have great distrust of
reserves held under the control of governments,
either here or abroad or as represented in
international bodies such as the United Nations.
Our history tells us that the temptation to use
reserves to hold down prices is too great to resist.

Should prices ration food ?

While it might be argued that during the
accumulation phase such reserves also keep prices
from falling as low as otherwise might have been
the case, the fear of using reserves to shave off price
peaks is of more concern to producers. If reserves
are held in private hands, especially the producers'
own storage, the products can be moved along
marketing channels to areas where needed.
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Foreign nations should also be encouraged to keep
or provide adequate reserves to meet their own
needs. I see no reason why the U.S. government or
any international body should pay the cost and take
the risks involved in storing and handling food and
feed reserves for the world. The best reserves are
embodied in a productive and efficient agricultural
production system worldwide. Such production is
dispersed widely enough so that the danger of
worldwide shortfall in production is minimized.
Even if we allow prices to ration food around the
world, I believe it is clear that the United States can
neither be expected to nor in fact can feed the
world. The magnitude of the problem is much
beyond our capabilities even under ideal
circumstances of weather and adequate supplies of
such key ingredients as fertilizer and water. Given
sufficient income incentives, I have great faith in
the ability of American agriculture to produce
adequate quantities of food for ourselves and also
considerable quantities for export through a more
general application of existing technology; I also
have great confidence in the ability of our scientists
to add to this technology. We have vast areas of
relatively fertile land that can be made productive
through irrigation or other methods of
reclamation, if it is a paying proposition. We are
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finding that we can do considerably more
doublecropping successfully in the Middle West
and, again, I believe this may become even more
economically feasible with shorter-season crop
varieties and irrigation. The structure of some of
our common plants may also be changed to take
greater advantage of photosynthesis, thus greatly
increasing production. In short, I have great
confidence in our ability to expand production on
present acres and to bring in new acres if prices of
products are sufficient to provide incentive and if
adequate plant food and chemicals are available to
get the job done. There must also be a reasonable
balance between attempts to protect the
environment and the need for food. Some people
have suggested that we may have exhausted the
“ easy” technology of increasing agricultural
production and that changes will come slower from
here on out. I believe that our agricultural
experiment stations and private researchers, if they

" The best reserves are
embodied in a productive
and efficient agricultural
system worldwide”

are but given the resources needed to do the
research job, can still open many doors that can
lead to substantial progress in agriculture.
In my opinion, the United States and the other
developed countries of the world, or those with
such resources as the OPEC countries, will need to
mount rather sizable food aid programs for those
countries unable to produce or buy needed food.
This will raise some very interesting and perplexing
questions. For example, should a country be
entitled to aid if its population growth continues to
expand faster than its ability to feed its people? Will
such food aid merely result in even greater
population growth and intensification of the foodneed problem?
It is very difficult to judge when a nation has the

wherewithal to purchase food and when it should
receive food gifts or aid. For example, if the people
in a country are dying on a large scale from
starvation but that government chooses to use its
capital for industrial development or, perhaps, for
the development of an atomic capability, should
that nation expect food aid for its starving?
Likewise, if a country has foreign exchange to
invest in jet planes or armaments but has starving
people in its population, should it receive free
food? Do we do a country a real service if we give
food aid and thus discourage it from becoming selfsufficient in this vital sector of its economy?

How do we judge when
a country is entitled
to food aid?
I used to think that Americans could not sit idly
by and watch people starve in distant lands. Now
I'm not so sure. I doubt if many Americans are really
ready, willing, and able to sacrifice to the extent
necessary to do something about it if such a
situation arises.
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I submit that now is the time to take action so that
we are spared that possibility. This means a massive
effort in increasing world food production and in
controlling population. One way or another,
population will be controlled—either by planning
or by starvation. I prefer the former route. We have
the technology and the know-how to greatly
increase food production in many areas of the
world. This must be tailored to fit the needs and the
mores of the individual country. We have plenty of
examples to show that it doesn't have to follow the
U.S. pattern of large-scale operations. Small
intensive units can also be very productive. One
thing to me is clear: this will only happen if the
fellow out there on the firing line—the pro
ducer—sees some possibility of reward for his
efforts and risks assumed. This message must be
gotten across to governments around the world;
there has to be some kind of incentive for
production. Otherwise, many will continue to
produce only enough for their immediate families
in the battle for survival. I saw Indian farmers
cultivating relatively fertile land, with unused
supplies of water for irrigation within pumping
distance, but they were producing very little on
their land. They are not about to adopt the
necessary technology and make the investments
required to greatly increase production unless
their government will allow them to reap some
benefits from such investment of capital and labor.
The wheat price is so low that they can't afford to do
what is necessary to increase production.
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Substantial investments in developing
agricultural production around the world could
pay great dividends in years to come. I think this
might be more salable to the American public than
substantial sums spent for food aid. This would be
especially true if purchases of food for foreign aid
substantially increases prices of food in the
domestic market.

Governments around the
world must realize
farmers need an
incentive to produce

We need to take a massive step forward now in
the technical assistance we give needy countries.
We, and others, must assist them in establishing a
right climate for agricultural production including
some type of incentive system, bringing together
the proper resources and technology to fit their
situation, and then following through to bring
about greatly increased production from the
earth's surface. If we can couple this with effective
population control, we can yet avert what seems at
this point like almost certain disaster in the next
century.
D

WHO WILL CONTROL
MONTANA’S COAL?
LOUIS D. HAYES

Many political forces are
involved in the struggle
Although occasional warning voices had been
raised in the past, the energy crisis descended upon
the United States in the early 1970s with
unparalleled suddenness. As the conventional
wisdom would have it, Americans are confronted
with one of two unpleasant choices. We can either
substantially alter our lifestyle in order to reduce
energy consumption or engage in crash programs
for the discovery and development of new energy
sources.
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New energy sources are available in Montana, in
the form of vast coal deposits. The pattern of
development of these resources will be the result
of two forces. One force involves the char
acteristics and levels of demands placed upon
domestic energy sources. The other force is the
prevailing balance of power in the political system.1
This consists of a complex network of relationships
involving congress, federal adm inistrative
agencies, state government, and corporate
interests, among others.
If energy prices increase dramatically, con
sumption patterns will be affected.2 If there is
relative stability in the price of energy, demands
may not change much. While there is considerable
talk about driving slower, sharing car pools, turning
down the thermostat, and generally conserving
energy, basic living patterns and resultant energy
consumption are not likely to be significantly
altered at present price levels.
Political relationships, on the other hand, are
more subject to short-term variation. With respect
to coal development in Montana there is a rapidly
developing confrontation involving state
reclamation, taxation, and development policies,
Lauren S. McKinsey, “ Western Regional Energy Alliances and
the Federal System." Paper delivered at the meeting of the
Natural Resource Committee and the Western Agricultural
Economics Research Council, Reno, Nevada, January 7-9,1975,
p.1.
2See, for instance, Richard Stroup, "Projecting Pacific
Northwest Demands for Electricity," in the W inter 1975
Montana Business Quarterly.
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national energy policies and programs, and
corporate interests.

National energy policy
The United States has justly earned a reputation as
an energy glutton. W ith a population of
approximately 6 percent of the world's total,
Americans consume a third of the world's energy
production.3 Americans consume a grossly
disproportionate share of all the earth's
nonrenewable resources. Not only do we use more
resources than any other country but the rate of
consumption has been increasing. For example,
from 1960 to 1965 energy consumption increased at
a rate of 3.8 percent per year; during 1965-1973, the
rate increased to 4.3 percent.4 If this trend
continues, Americans will double their present
energy consumption before the year 2000.
However, many economists do not expect
consumption to expand to that extent.
While the rate of energy consumption has been
increasing, the rate of increase in supplies has
dwindled. For instance, from 1960 to 1972 the
consumption of natural gas increased 84 percent.
During the same period proved reserves in the
United States increased only 1 percent.5 In recent
years under clean air legislation, power plants had
3U.S. Department of Commerce, Bureau o f the Census,
Statistical Abstract o f the United States: 1974 (Washington,
D.C.: U.S. Government Printing Office, 1974), pp. 815 and 829.
4lbid., p. 517.
5lbid., p. 672.
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been converting to natural gas from coal. Now the
process is reversing itself.
For most people the energy crisis is most
dramatically illustrated in the area of petroleum.
The problems associated with petroleum involve
both supply and disruption of supply. While it is
generally recognized that there is no inadequacy in
the supply of petroleum products on hand at the
present time there is increasing concern about the
eventual depletion of such supplies. The United
States has proved reserves of petroleum in the
amount of 35 billion barrels, which are scarcely
adequate for eight years at current consumption
rates.6While there is considerable oil in the Middle
East, that area reflects the second basic problem,
that of disruption. The Arab countries are using the
supply of petroleum products to the Western
industrial countries as a source of political and
economic leverage.
The developing thrust of federal energy policy
appears to be to deal with the problems of energy
by increasing available supplies and by promoting
conservation through the use of price as a rationing
device. Moreover, there is a trend to slow down if
not dismantle various environmental programs
dealing with clean air, water, and reclamation
projects, which require added uses of scarce
supplies. Project Independence, developed by the
Nixon and Ford administrations, is intended to
accomplish two goals.7 First, major efforts are to be
made to exploit all available sources of energy in
the United States. The second goal is to free the
United States from its vulnerability to foreign
disruptions of oil by 1985. In a speech on January 13,
President Ford outlined the first steps of his energy
program. The first part called for a three-dollarper-barrel import tax on petroleum to be imposed
one dollar per barrel per month. Congress has
resisted this measure. In addition, the President
called for a five-year moratorium on higher anti
pollution standards for automobiles and a massive
effort to achieve a 40 percent improvement in
6lbid., p. 671.
independence is interpreted to mean elimination o f our
economic and political vulnerability to disruption o f imports. It
does not mean self-sufficiency. Federal Energy Administration,
Project Independence Report, (Washington, D.C.: U.S.
Government Printing O ffice, 1974), p. 19.
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miles-per-gallon ratings of American-made ve
hicles.8
The 1975 State of the Union message set forth
three ambitious energy goals for the country. First,
the President called for a reduction in foreign oil
imports by one million barrels per day by the end of
1975 and by two million barrels a day by the end of
1977. Second, he called for an end to American
vulnerability to economic disruption by foreign
suppliers by 1985. Third, he called for the
development of American energy technology and
resources so that the United States has the ability to
supply a significant share of the energy needs of the
free world by the end of this century. Within the
next ten years Ford's program envisaged: (1) 200
major nuclear power plants; (2) 250 major new coal
mines; (3) 150 major coal-fired power plants; (4) 30
major new refineries; (5) 20 major new synthetic
fuel plants; (6) the drilling of many thousands of
new oil wells (7) insulation of 18 million homes; and
(8) the manufacture and sale of millions of new
automobiles, trucks, and buses that use much less
fuel.9
If Project Independence as outlined by the
President is to come to pass, then major
developments are going to occur.
If the United States is to gain energy self-sufficiency—how
ever defined—by the end o f the decade, a prodigious
increase in the production and consumption o f coal w ill be
necessary.10

Coal is the one energy source that the country has
in abundance. But a variety of environmental,
technical, social, and economic hurdles remain to
the massive exploitation of coal envisaged under
Project Independence. The President declared.
Use of our most abundant domestic resource— coal—is
severely limited. We must strike a reasonable compromise
on environmental concerns w ith coal. I am subm itting clean
air amendments which w ill allow greater coal use without
sacrificing clean air goals.11

During the first half of this century coal
consumption grew less rapidly than total energy
consumption because of the convenience and
8New York Times, January 13, 1975.
9New York Times, January 16, 1975.
10John Walsh, “ Problems of Expanding Coal Production,"
Science, A pril 19, 1974, p. 336.
nNew York Times, January 16,1975.
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pricing advantages held by oil and natural gas. Also,
the desire for clean air has rapidly accelerated
demand for natural gas and reduced that for coal.
By 1950, coal had dropped to 38 percent of the
nation's energy consumption from a figure of
about 90 percent at the turn of the century.12 The
only area of consistently growing demand for coal
has been in the generation of electrical power. But
even here the pressure for clean air has
encouraged the use of alternative, less polluting
fuels. The gasification and conversion of coal into

The President declared,
“We must strike a reasonable
compromise on environmental
concerns with coal.”

other forms is in the very early stages of
development; some experts expect it to expand
rapidly with the growing scarcity of petroleum and
natural gas.
The areas in which the most rapid exploitation of
coal reserves will occur are those where strippable
seams lie near the surface. From 1965 to 1973, the
cost differential between coal from underground
mines and coal from surface mines increased. The
average cost per ton for underground-mined coal
increased 109 percent, while that of surface-mined
coal increased only 46 percent. The cost differential
resulted primarily from a decline in productivity in
underground m ining brought about by
compliance with the Mine Health Safety Act of
1969, plus a considerable influx of untrained coal
miners and labor management difficulties.13

The impact on Montana
At 1973 consumption levels, and given current
technology, the United States has enough coal
reserves to last 500 to 600 years; total known
reserves, some of which are not now recoverable,
^Project Independence Report, pp. 98-99.
1Jlbid., p. 101.
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would last 800 years. There are approximately 434
billion tons of known coal reserves, divided almost
equally between areas east and west of the
Mississippi. Eastern coal has a significantly higher
Btu rating than Western coal, while the latter tends
to be lower in sulphur content. Approximately
175.4 billion tons are located in the Northern Great
Plains region. This is by far the largest share of coal
reserves in any area in the country.14 Eastern
Montana's share of this has been put at 42.6 billion
tons.1s
Under Project Independence the Federal Energy
Administration has developed two scenarios for
coal development.16 One scenario called “ Business
as Usual" projects the following coal production
for the Northern Great Plains region:
(M illions of Tons)
Surface
Deep
Total

1977
64.4
1.3
65.7

1980
99.6
10
101.6

1985
152.0
3.1
155.1

1990
184.5
3.6
188.1

The other scenario called “ Accelerated
Development” gives the following coal production
potential:
(M illions of Tons)
Surface
Deep
Total

1977
98.5
.7
99.2

1980
185.9
.9
186.8

1985
302.6
1.2
303.8

1990
380.6
1.5
382.1

Whatever the emergent demand, large-scale
exploitation of the coal reserves of the Northern
Great Plains and Montana probably will occur.
President Ford's proposals would suggest he has
the latter scenario in mind. The role and
responsibility of states in this context will not be
concerned with whether the coal will be mined,
but, rather, with a variety of questions dealing with
how, for what purpose, and for what price.
In addition to the obvious need for additional
energy resources, the conclusion that Western
energy reserves will be developed is based on the
simple fact that most of the mineral rights in the
"Ib id ., p. 103.
15Montana Energy Advisory Council, Coal Development
Inform ation Packet (Helena, December 1974), pp. 3-4.
16Project Independence Report, p. 108.
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areas in question belong to the federal
government. For the most part, the federal
government retained mineral and coal rights for all
Western territories except in the earliest days of
homesteading. Most of the homesteaded land in
Montana sits over federally owned coal and

both the federal government and various Indian
tribes the position of the state is ambiguous and not
especially strong as concerns mining rights.

Most of the mineral
rights . . . belong to the
federal government

minerals. While the land ceded to the railroads
included mineral rights, much of the land sold by
the Northern Pacific and Great Northern Railroads
was conveyed without coal or mineral rights.17
Accordingly, eastern Montana is characterized by a
system of dual ownership where the surface rights
are owned by one party and the mineral rights by
another. For example, in the Decker-Birney area,
the Bureau of Land Management and the U.S.
Forest Service control 88 percent of the area's
mineral estate and only 26 percent of the surface.
Private interests control only 7 percent of the
minerals and 69 percent of the surface; the
remainder (5 percent of the surface and 5 percent
of the mineral estate) is owned by the state.18
In addition, large sections of eastern Montana
are under the control of Indian tribes. The Indians
exercise control over both surface and mineral
rights and have in recent years been taking full
advantage of their peculiar legal and political status
within the federal system. Recently Indians have
been petitioning the Department of the Interior to
cancel all existing coal leases and prospecting
permits in order to develop arrangements more
favorable to the tribe.19 Indians have also come in
conflict with state government over whether the
state can exercise taxation and regulatory authority
over Indians within the reservation. In the case of
17Albert W. Stone, "U nderground Natural Resources,"
Environmental Quality Council Second Annual Report
(Helena, 1973), pp. 26-27.
,8Coa/ Development Information Packet, p. 8.
19lbid., p. 11.

Many Montanans are more concerned with
industrial development than they are with the strip
mining of coal. This is because industrial
development, if it occurs, will have the greater
impact upon the social and cultural characteristics
of the state. While strip mining will have a
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considerable impact upon the small agricultural
communities and ranches in the coal area, this
economic activity could survive if mining were the
only development. Not all the land will be mined,
allowing ranching to continue. But the addition of
industrial and commercial development could
mean urbanization and resultant changes in the
social, economic, and political systems. From this
the life style—the culture—of eastern Montana
may not survive unchanged.
Since the people in eastern Montana will be most
affected by coal m ining and industrial
development, what role will they play in this
process? Of all the many cost factors that must be
taken into account in assessing potential coal
development, social impact will probably be the

. . . social impact in eastern
Montana will probably be the
least influential factor in
determining the outcome

least influential in determining the outcome of
policy decisions. This is not due to any callousness
on the part of the federal government and industry
or to indifference on the part of the state, but rather
to the simple fact that there are relatively few
people in eastern Montana to be affected by coal
development. There are literally thousands more
people in the Midwest and on the West Coast who
would be affected should Montana's coal not be
developed. Some ranchers are willing to accept the
financial gains in exchange for the disruption of
their life style. But the fact remains that strip mining
and coal-related industrial development will
substantially alter the agricultural ranching
characteristics of the social systems of parts of
eastern Montana. As people move into the area to
engage in employment in mining or industry or in
resultant service jobs, they will bring with them
new and different ideas, backgrounds, and
experience. A substantially rural culture will be
replaced by encroachments of urbanization. The
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political configurations of the state can also be
expected to change.20
Montana has a history of exploitation at the
hands of some private industrial interests. These
interests are no longer quite so free to plunder the
resources of the state, but their political influence
still is great. In the area of leasing, for instance, the
prevailing federal legislation and administrative
application tends to favor development. The
Mineral Leasing Act of 1920 and the Omnibus Tribal
Leasing Act of 1938 provide the authority under
which the Department of the Interior leases public
and Indian mineral rights. Under these leasing
provisions the coal companies have been able to
obtain the mineral rights of public and Indian land,
and preempt the rights of the surface owners.21
The companies involved in coal leases and coal
mining are among the largest U.S. corporations.
Many of them have interests in Montana, including
major oil companies, mining corporations, electric
utilities, and the Burlington Northern Railroad.
Montana has enacted a number of laws and is
contemplating more which would have con
siderable influence on the course of coal
development in the state. The Montana
Environmental Policy Act was passed in 1971
requiring advance assessment of environmental
impact. In 1973 the Montana Strip Mining and
Reclamation Act, the Coal Conservation Act, the
Montana Utilities Siting Act, and the Montana Use
Act were enacted.22 In the areas of plant siting,
leasing, taxation, and environmental quality
control major confrontations are already
occurring.
In general the position of the state of Montana is
that energy policy at the federal level is poorly
conceived and ineffective. State authorities have
taken the position that Montana should not be
called on to satisfy energy demands for the rest of
“ Institute for Social Sciences Research, University o f Montana,
A Comparative Case Study of the Impact o f Coal Development
on the Way o f Life o f People in the Coal Areas o f Eastern
Montana and Northeastern W yoming: Final Report (Missoula,
June 30, 1974), pp. 63-68 and passim.
21The legal issue of eminent domain, condemnation o f surface
rights by the holder of mineral rights, is not clear. See Stone,
"U nderground Natural Resources,” pp. 26-31.
“ "M ontana . . . has the toughest reclamation laws in the
country.” Leased and Lost: A Study o f Public and Indian Coal
. Leasing in the West, Vol. 5, No. 2 (New York: The Council on
Economic Priorities, 1974), p. 8.
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the nation without significant efforts on everyone's
part to reduce the amount of energy required and
to develop all conceivable alternative energy
resources. In the Governor's State of the State
message for 1975 he argued that the highest
possible return to the citizens of the state should be
obtained from nonrenewable resources. To
accomplish this, revisions in taxation policy have
been proposed altering the manner in which taxes
are collected on coal and increasing the amount of
the taxes. Also, the legislature has been concerned
with ways and means of marketing the state's water
for a profit when used for industrial purposes.
Water is a major area of contention between
state agricultural interests and potential industrial
development. Farmers and ranchers of eastern
Montana are concerned that insufficient water will
be left after industrial diversion to sustain
agriculture. The National Academy of Sciences
reported that “ there simply is not enough water in
the western coal states to permit the enormous
congregations of coal-fired generating,
gasification, and liquefaction plants envisioned in
recent years by utilities and oil companies."23 In
1972 the Bureau of Reclamation indicated that as
much as one-third of the Yellowstone River could
be diverted for industrial use.24
The response of Governor Judge and Lieutenant
Governor Christiansen to President Ford's State of
the Union message describes the emerging
dilemma over Montana's coal resources. The
President outlined an ambitious program calling
for the rapid and extensive development of coal.
Montana authorities took exception to the
President's suggestion that compromises must be
made between environmental concerns and coal
utilization. They stressed instead that the nation
should place greater emphasis upon the public's
will and capacity to reduce consumption and more
efficiently utilize existing energy resources:
We suggest that the development of a strong, specific
conservation program and a thorough explanation of the
need for implementing such a program w ould do much
more to solve our problems than allusions to voluntary
23Quoted in Robert Gillette, "Western Coal: Does the Debate
Follow Irreversible Commitment?” Science, November 2,
1973, p. 456.
"Ib id ., p. 458.

conservation methods and the compromising o f our
current clean air standards.25

To the President's suggestion for building
hundreds of new energy facilities, the state
leadership responded that the geography and
climate of the Great Plains is extremely delicate and
the impact of industrialization is so little known that
development should proceed slowly and carefully
if at all. The position of the state of Montana is best
summarized by a statement made in regard to the
Department of the Interior's system of mineral
leasing:
The state of Montana wishes to reiterate its desire to help
meet the essential energy needs of our nation. However, we
believe a careful distinction must be drawn between
'energy needs’ and 'energy demands' and we do not believe
that one region should be asked to bear a disproportionate
share of the social and environmental costs o f meeting
nationwide needs.26
§

That Montana's coal resources will be exploited is
not at issue. The coal is being mined and it will
continue to be mined in the future. FJow the coal
will be mined and the uses to which it will be put
are still very much at issue. “ Who will control
Montana's coal?" is not a question which lends
itself to an easy and straightforward answer. As a
matter of jurisdiction the state of Montana has little
control over the mineral rights within the state. But
the state does have authority in such areas as air and
water pollution, plant siting, and taxation. The
federal government exercises control over public
lands and is able to override policies of the state in
matters of interstate relations or the national
interest. Private industry and pro-development
interests exert considerable influence nationally
and in the state. Various environmental groups are
able to apply significant pressure on government at
all levels. Control over Montana's coal, therefore,
does not rest solely with the federal government,
the state, the corporations, or other interest
groups. Control of the coal—how it will be
developed—is a function of dynamic interaction
among them all.
□
“ Letter from Governor Thomas L. Judge and Lieutenant
G ove rn or B ill C hristiansen to M r. Frank G. Zarb,
Administrator, Federal Energy Administration, January 17,
1975, p. 1.
“ Ibid.
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HOW MONTANANS
VIEW AMERICA
independent cusses
vs. glittery suits
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I n the name of accuracy it would have to be said
that Montanans view America much as everybody
else does—at least as Americans do.
Yet no cultural anthropologist would deny that
there are regional differences among people and
that a black man in Alabama has a view of things
somewhat different from that of a white farmer
thirty miles from the civic center of Ekalaka,
Montana.
It certainly is also true that an old neighbor of
mine in the Bitterroot Valley named Queery
doesn't see things exactly as I do. I think that most
things are folly; he knows that everything
is—including me.
But since we are all, at least in some respects, the
product of our heritage, and if that heritage has
been essentially the same for a given group of
people for quite a long time, there are views they
tend to share.
So it is that many Montanans are perverse
people. I don't mean that pejoratively, derisively,
or insultingly. Just as there are uses to adversity, so
there is something to be said for perversity. There is
a value to things which are immovable. You can, for
instance, use them for anchors. Or, if the winds
begin to blow, or the waters to flow, you can hang
onto them. And, after awhile, immovable things
become comfortable because everything else is
moving—and you get motion sick, and sometimes
you even get lost.
Let's ask some questions of a man who, because
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he is very real, I will not name. I should not name
him, also, because these are questions I actually
asked him and he actually answered on tape. I was
doing some research, the nature of which is neither
here nor there, which is how I came to ask him
these questions.
He is, in any event, a rancher in eastern Montana.
He is 71. He represents the third generation on that
land, and he—and his children and grand
children—are being threatened by a very large coal
mining company which would clearly love to get at
some very rich and strippable coal veins beneath
his range.
Let me make several things clear at once. This is a
gentle man and a gentleman. You would like him.
He is soft of voice, slight of frame, and he has deep
laugh-wrinkles around his eyes. He is very much
like his neighbors—all of whom, like the gentleman
in question, are quite dangerous. That is, they are
dangerous if you step on them. They are dangerous
if you try to move them from where they are—and
they are dangerous if you cheat them.
In their tradition, going back to the early 1880s,
trespass is a mortal and not a venial sin; a word is as
good as a bond, and you do not ask questions about
the number of cattle one runs, nor the price
received therefor, nor the numbers of acres
owned.
These people are neither more inherently moral
nor honest than anyone else. It is simply that in the
days of the open range, the entire economic and
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social structure would have quickly collapsed if
these taboos had not been rigidly observed. And
though the actual reasons for the taboos may no
longer exist, they exist very positively in tradition
and they are observed.
Let me call this man Bill—not, most assuredly, his
real name.
“ Bill, I understand you took a shot at a coal
company survey crew.”
"Oh, not really. I just shot a few inches in front of
their feet and it spattered a little dust up on 'em.”
"Why did you fire?”
The thick eyebrows arch in incredulity.
"Well, they was trespassing.”
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"Did they file any kind of legal action?”
Again, the look of surprise.
"No, they just quit their jobs.”
"I understand a group of people around here
fired at a coal company helicopter when it was on a
mapping run.”
"Well, I wouldn't say exactly that. We just fired at
that there fusilage to invite that fella down. He was
trespassing, you see. If we'd wanted to make the
invitation stronger we could have blew his goddam
head off.”
"But shooting at an aircraft is a federal offense. I
understand the FBI came.”
"Yeah, they came around.”
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“ Well, what did you tell them?”
“ We just tole 'em there was a lot of cattle rustlin'
being done around here with them whirlybirds—so
we just naturally shoot at those things.”
“ Did they buy that story?”
The surprised look, again.
“ Them fellas came all the way from Washington,
D.C. You know what they're like. Hell, they think
tomatoes grow in boxes on grocery store shelves.”
The attitude toward Washington, D.C., and
anything and everything done there, ranges from
contempt to belly laughter to bewilderment. And
this attitude is very little different from that of Bill's
grandfather in the 1880s and '90s.
It is, of course, very much “ in” today to think and
speak and write of man's intimacy with the land as
not only important—but as a kind of love affair
between the tiller of the soil and the soil. Not quite
so.
“ Bill, how come you and your neighbors
survived the hard winter of 1886-87, the drought of
the 1920s and '30s, and all the lesser disasters of
farming and ranching here? A lot of your neighbors
here left in the '20s and '30s. How come you
didn't?”
“ Well, hell. It was a question of letting this
goddam land beat you, that's all. Now take the bad
drought of 1917-1925. My dad was still alive then.
We went around to these fellas who were packin'
up and Dad said, 'How come you don't hunker
down? You gonna let this land beat you? How come
you let a goddam onery land beat you?' But they
felt beat so they was beat—and they left.”
Later Bill said to me—and this, again, is straight
from the tape:
“ It's mostly people in glittery suits that talk about
loving the land. By God, you don't love land when
all it will give you is thistle hay for starving cows;
and you don't love land when all you're eating off it
is porcupines and rattlesnakes and boiled weeds.
But you get so as it's a contest, like. You say, it's you
or me, and it ain't going to be me.
“ Don't get me wrong. I respect land; I don't love
it. A lot of the time this land is downright hateful.”
But it so happens that Bill had been offered
several million dollars for this “ hateful” land by the
coal company. He had coldly and flatly turned
them down. That seemed to me to pose a dilemma
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because Bill is very far from rich. And so, I had to ask
him about money and why he turned it down.
“ Don't let anybody tell you that ranchers and
farmers don't like money. That's a downright
unhealthy point of view. It's just plain silly. Now,
maybe this is hard to understand but it's the way it
is. If my grandpa and my dad and my son and I
figured that we could fight this land and beat it and
come out O.K., how come I'd quit now? If droughts
and blizzards and grasshoppers and dry and dust
and floods couldn't beat us, how come a coal
company can? I guess my son and I and his kids, too,
could say, well, since we got a bunch of money out
of it, we won. But that won't wash.
“ What do we figure when the moving van comes
and we look out the back window of the car and
we're never going to see this place again? I'll tell
you something. How could you say the coal
company beat us? It wouldn't be the coal company,
it'd be the land after all. And I guess that's what we
can't do.”
I said in the beginning that these kinds of
Montanans are perverse. What have I just
described, if it is not perversity? No, certainly not all
Montanans are perverse—not I, I'd sell; which is
why my neighbor in the Bitterroot, Mr. Queery,
would say that all is folly, including me.
But there are some Montanans very much
represented by Bill. And they are perverse—and
they are immovable. And they are anchored, when
the winds blow and floods come.
In some very abiding way, the Queerys and the
Bills among us are very important people indeed. It
could be that, without them, all of us would forever
be looking out the back windows of our
cars—leaving some place or something which had
beaten us. And that, as Bill would put it, would be
silly. It would also be very sad.
There is a reason, historically, for Bill's attitude
toward Washington, the “ East” or Congress or
government. In the early days the Congress, which
was even then concerned with the public domain
in the West, passed innumerable laws aimed at
disposing of the public domain to the small yeoman
farmer. It was a dream that went all the way back to
Thomas Jefferson. The idea was to avoid great
landed estates and a landed aristocracy.
The only thing wrong with the dream was that a
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farm in Virginia, or Maryland, or Kentucky, was one
thing; a farm on the vast, semi-arid, thin-soiled
Great Plains was another. A limit of 160 or 320 acres
was an absurdity. Yet this was all the land one man
could obtain from the federal government.
Even as early as the 1820s cattlemen on the Great
Plains were simply ignoring federal law and
establishing enormous ranches on the public
domain in the West. Over the years there
developed a fierce conflict between the Western
rancher and the government. It was a sustained and
bitter war—and the absurdity of federal policy
rankled constantly, and became part of a tradition,
passed from father to son. It is there today and, in
many respects, Eastern-oriented federal land and
water policy, imbedded in total ignorance of this
land, has rarely made sense. In many respects it
makes no sense today. For instance, in 1916 the
government reserved all mineral rights, including
coal rights, to itself. That these minerals lay beneath
a rancher's by-now-deeded land made no
difference.
To the rancher this made no sense at all. If he now
owned the land—had bought it and worked it—in
his view he also owned what was beneath it.
Let Bill speak again.
"How do you separate land in layers downward?
Take the water on this rangeland. It percolates up
from hundreds of feet down until it gets to the roots
of my range grass. What do I own, the top six
inches? the top twelve inches? the top ten feet? You
can't separate land and water and grass and roots. I
don't claim to own the wind around here—that
moves on. But by God, they aren't going to tell me I
don't own what's underneath this land. I own it all
the way down to hell. I don't say, 'I'll only take
what's useful and somebody else can have the
waste.' Well, I say the government can't say, ‘We'll
take the coal; it's valuable. And you take the waste.'
Hell, that coal is the water base of this land—and
the land is useless without water.
‘‘They say they'll peel off the land, take the coal,
put back the land, and I'll be in good shape. But
that's silly. The coal is the water base and if they take
it, they can put the land back but the water will be
gone forever."
In geological and hydrological terms. Bill is
essentially right. But, of course, there is an energy
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crisis. We need that coal. We need it to light Seattle
and St. Paul. We need it in lieu of oil.
But Bill is no fool. He knows that in terms of Btu's
or energy content there is more coal, deep-mined,
east of the Mississippi than under all of the Great
Plains.
‘‘The bastards are only out here because strip
mining is cheaper and they'll get rich faster. All the
gobbledygook they put out won't change that. But,
hell, I don't really blame the coal companies; it's
that goddam Congress. It's always been that
goddam Congress. How they can be so dumb I have
never figured out."

It has long been axiomatic that Montanans like
Bill are deeply "conservative"—indeed, right wing.
Yet there are some anomalies in that. People like
Bill are now in the vanguard (along with very young
and idealistic people) of a powerful environmental
movement. Yet that movement is considered by
many to be a "liberal"—indeed, the most
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liberal—trend in America today. In many circles the
movement is not considered merely “ liberal,” it is
“ radical.”
Moreover, listen to Bill for a moment again:
“ I seen a poll not long ago in which it says that
people in America haven't got much faith in
Congress. Hell, where have they been—asleep? My
grandpa could have told 'em that.”
I asked Bill if, then, he would abolish the
Congress if he could. He replied, “ No, I wouldn't
do that. I'd just throw out all the glittery suits and
get some people in there who understand
America.”
But why, I asked him, was that?
“ Well, I don't think it's so damn complicated.
What the hell ever happened to men who talk
straight and mean it? What ever happened to men
who figured that government ought to stay the hell
out of our personal lives and just tend to the rules
that keep one group of people off the backs of
other groups of people? That's all the government
is good for. Like in a boxing match, you got to have
a referee so one fellow can't put a horseshoe in his
glove. The government ought to prevent
fouls—instead of doing the fouling. It's just a
framework, a sort of outline, not my watchdog and
not my jailer and not my father. Who told them to
get in the peeping Tom business? Who told them to
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tell me when to get up and when to go to bed? Who
told those bastards they could license my
underwear?”
Is that really a conservative view or is it, rather, an
old liberal view? It is something to think about.
Well, Bill and his kind may be a vanishing breed,
since intense national pressures on land, waters,
and fuel sources may not be pressures which can be
withstood by a minority—however determined,
however perverse. And these people are a
minority. There are about 214 million Americans.
Only slightly over 8 million are farmers and
ranchers still on the land. They are feeding 214
million Americans and no one really knows how
many people abroad.
For that reason, if for no other, these are people
we should listen to and try to understand. But that is
economic—and there is more to it than that.
If these people lose their life styles—somehow,
we will all lose an anchor. And the fact is, the wind is
blowing and the flood is rising. So, it would be a
saddening thing—in all the m otion and
swirling—to look around us and find no one
standing there, immovable, perverse, tough.
And it will, I think, be a sad day when there are no
Bills and no Queerys perpetually shaking their fists
at the peeping Toms and the glittery suits in
Washington.
□
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sem inar for wom en on
m anagerial effectiven ess
. . . is a three-day workshop where professionally oriented women can work together in small
groups in an informal atmosphere exploring those aspects of managerial experience that are of
particular importance to their jobs. Among the several aspects of management to be discussed
are: individual management models, management theory, supervisory skills, career goals, and
selected approaches for handling situations unique to women in management. The workshop
will be under the direction of Dr. Maureen Fleming Ullrich, Assistant Professor in the School of
Business Administration at the University of Montana.

AFFIRMATIVE A C TIO N : Designed to train and promote women to positions of greater
responsibility and status, the seminar will also serve employers meeting “ affirmative action”
plans as required by new governmental regulations. For this reason, employers and supervisors
are encouraged to assist employees who wish to attend one of the seminar/sessions.
LOCATIONS
June 16-18
June 26-28
June 30-July 2
July 9-11

University of Montana
Ramada Inn
Fairmont Hot Springs
Heritage Inn

Missoula
Billings
Gregson i
Great Falls

REGISTRATION: Seminars in Billings, Gregson, and Great Falls will cost $175.00. Due to
special arrangements made with the University of Montana, cost for attending the Missoula
session is $113.00. Costs includes materials and supplies and the participant's kit. Participants in
Billings, Gregson, and Great Falls will be provided lunch all three days.
Women interested in attending one of
these sessions should complete the
registration form specifying which
location is preferred. Please mail all
registration materials by May 30, 1975,
to:

I plan to attend the Seminar for Women on Managerial
Effectiveness at
Location

CHI

The Pre-registration fee of $50.00 is enclosed.
f~l Please bill me for the $50.00 pre-registration fee.

[~~| Please bill my employer for the $50.00 pre-registration fee.
Name

Center for Continuing Education
& Summer Programs
Room 107, University Hall
University of Montana
Missoula, Montana 59801

Position
Business Address
City ___________

State

Name of immediate supervisor

Zip

E. Jeffrey Livingston is Assistant
Professor o f Management in the
School of Business Administration
at the University o f Montana,
Missoula.

QUANTITATIVE
METHODS IN
BUSINESS
P a r t i:
T h e th e o ry
o f d e c is io n
m a k in g

John W. Rettenmayer is Associate
Professor o f Management in the
School of Business Administration
at the University o f Montana,
Missoula.
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R .ecent business administration
graduates know, but others may not
b e so a w a r e , t h a t m o d e r n
management practices place a
heavy emphasis on mathematical
analysis o f business problems.
Collectively called “quantitative
m etho d s/' various mathematical
a n d lo g ic a l t e c h n iq u e s an d
approaches to problem solving are
in te g ra l parts o f courses in
marketing, finance, accounting,
econ o m ics, p ro d u c tio n m a n
agement, and behavioral science,
and are the sole content of other
courses.
At this point some readers no
doubt are thinking: “ M y business
can't be run through a com puter.
There's a lot m ore to it than a
mathematical form u la.'' W e agree.
The practice of business, like the
practice of medicine, is both art and
science. The art of business practice
lies in d e a lin g w ith p e o p le
(customers, suppliers, employees,
etc.), in knowing how to advertise,
and in picking a good product or
line of business, for instance.
The management scientist, on the
other hand, studies the more
objective aspects of business, which
usually can be described in terms of
n u m b e rs
( e . g ., p r o d u c t io n
quantities, dollars, num ber of m an
h o u rs ), w ith a v ie w to w a rd
optim izing the operations o f the
firm. How ever, the successful
application of quantitative methods

is it s e lf r e a lly an a r t — t h e
management scientist must know
w hat technique from his kit-bag to
apply in a given problem situation
just as the physician must know
w hat remedy to use. In both cases,
th e success o f th e o p e ra tio n
depends on accurately recognizing
the nature of the problem .
O f course, most patients have an
intuitive notion o f w hat ails them
and w h a t re m e d ie s m ig h t be
a p p ro p ria te . T h e y have m o re
confidence in the physician if th eir
own “ prescription" jibes roughly
w ith his o r hers. L ik e w is e , a
manager need not be an expert in
quantitative methods, but he'll have
more confidence in any advice he
receives from a specialist if he has
some familiarity with the tools the
specialist uses.
In this and succeeding articles we
h o p e to g iv e th e re a d e r an
awareness o f the type o f business
problems that are am enable to
quantitative analysis and some

understanding of the basic solution
techniques. To that end w e present
the following illustrative examples.
The fourth exam ple problem w ill be
solved and discussed in this article;
the others w ill be treated in later
articles. The reader is encouraged
to solve the first three problems.
Example 1— lin e a r p ro g ra m m in g
A typical management science
problem is that o f determ ining
which of several products to make,
given that the products require
different amounts of several limited
resources and return d ifferen t per
unit profits. A classic context is that
o f th e manufacturing plant; the
problem is outlined below. The firm
has a certain num ber o f hours
available on several machines
(columns 1 and 2). The three
p ro d u cts u n d e r c o n s id e ra tio n
require different amounts o f tim e
on each machine (columns 3-5) and
return different p er unit profits
(bottom row).

(EXAMPLE 1)
Hours of Machine Time Required for Each U nit of:
Machine Type

Available Hours

Product A

Product B

Product C

Drill press
Grinder
Lathe
Painter

200
80
400
225

5
1
4
3

2
2
3
3

1
1
5
2

Unit profit

—

$20

$8

$12
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(EXAMPLE 3 )
ROAD SYSTEM FOR HAULING ORE FROM
M IN IN G S IT E S (a -f) TO PROCESSING PLANT(g).

(DISTANCE SHOWN IN MILES)

T hu s, th e r e are 200 h o u rs
available on th e drill press, and the
production o f one unit o f Product A
requires 5 hours o f drill press tim e,
the production o f one unit of
Product B requires 2 hours, etc.
Each unit o f Product A brings $20 of
profit, each unit of Product B, $8,
etc. (W e must assume the products
will be sold, o f course.)
The question fo r th e m anu
facturer is: H o w many units o f each
product should be produced in
order to m axim ize profit? Be careful
not to exceed th e available tim e on
any of the machines.

Example 2—linear programming
M r. E. T. Rite owns a large restaurant
which is open tw en ty-fo ur hours a
day. His staff requirem ents are as
follows:
Time of Day
8 am - 12 pm
12 pm - 4 pm
4 pm - 8 pm
8 pm -1 2 am
12 am - 4 am
4 am - 8 am

Minimum Staff
17
15
20
10
5
13

If M r. Rite wants to m inim ize the
total num ber of em ployees, how
many employees should start w ork
at the beginning of each fo u r-h o u r
period? Assume a standard eighthour day for each em ployee.
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Example 3—network analysis
T h e P y t h o n C o m p a n y has
discovered significant deposits of
copper at six sites in a rugged part of
M ontana. Python has decided to
build a road system to haul th e ore
from each o f th e six m ine sites,
indicated by points a-f on th e map
above, to th e processing plant at
point g. The length in miles fo r each
feasible road section is shown on
the map. (D u e to difficult terrain the
road distances are n ot directly
proportional to the aerial distances
betw een sites.)
F u r th e rm o re , th e c o m p a n y
estim ates th e n u m b e r o f r e
coverable tons at each site to be as
follows:
Mine
Site

Recoverable
Tons of Ore

a
b
c
d
e
f

847,500
360,000
147,000
780,000
100,000
200,000

The company recognizes that it
need not and should n ot install each
of the feasible road sections since
o re from site b, for instance, could
be shipped to g via d, or via e and f,
o r via c and f, etc. It also recognizes
that in deciding am ong alternative
road configurations it must balance
the cost of constructing the system
with the cost o f using it. For given

construction and operating costs
p er m ile, the com pany could
choose to m in im ize the total length
of road o r it could choose to
m inim ize the distance from each
site to the plant. W e assume that the
value o f the o re warrants its
removal.
a) W here w ould you put the
roads if the cost o f con
struction w ere $80,000 per
m ile and the operating costs
w ere $0.04 per ton-m ile?
b) W here w ould you put the
roads if the cost o f con
struction w ere $80,000 per
m ile and the operating costs
w ere $0.09 per ton-m ile?

Example 4—decision theory
S uppose a lu m b e r d e a le r is
concerned w ith the expiration of
union contracts in the lum ber
industry (unions at local mills are
considering a strike). There is
considerable public and private
speculation about an im pending
strike, and as a result many dealers
are buying extra quantities of
lum ber as a protective inventory.
O u r lum ber dealer raises the
questions of w hether o r not he
should provide such an additional
inventory and w hat size it should
be. The key factor to th e decision is
th e uncertainty about the duration
o f a strike.

E. Jeffery Livingston and John W. Rettenmayer

44
Consultation with the manage
m ent at the various lum ber mills, as
well as local union leaders, has
convinced th e dealer that th e strike
will not last longer than fo u r weeks.
W ith this possible duration o f the
strike in m ind, he expresses his
incremental costs fo r various weeks'
supply o f inventory alternatives.
Increm ental costs are those costs
which change by altering the
n u m b e r o f w e e k s ' su p p ly o f
inventory held by the dealer. Fixed
and administrative costs are not
involved in th e calculation of
incremental costs. Those costs
which are involved are variable
storage costs (cost o f additional
space, wastage, taxes, insurance,
etc.); interest costs on additional
monies used to finance the extra
inventory; and lost profits (m oney
which could have been m ade if the
inventory had been available w hen
it actually was not, o r m oney spent
on in v e n to ry w h ic h was n o t
needed). The increm ental costs are
shown in the follow ing table.

decision as simply a choice am ong
actions w here th e outcom e of
choosing an action is not d efinitely
k n o w n . T h e m ain reason fo r
uncertainty is that each outcom e
(increm ental cost, in this exam ple)
depends on conditions o ther than
th e action selected by th e decision
maker. These other conditions are
called states of nature and, fo r this
exam ple, are the possible lengths of
the strike expressed in weeks. The
necessary point to recognize is that
alternative actions are under the
control of the decision m aker; that
is, he can choose the action he
desires. O n the o ther hand, the
states o f nature are not under the
control of the decision maker. He
cannot choose the state w hich best
suits him because o ther factors
beyond his control determ ine w hat
state will occur.
It is the uncertainty o r lack of
knowledge about which state of
nature will actually happen that
creates a problem fo r the decision
maker. Decision theory provides a

(EXAMPLE 4)
Incremental Costs by Length of Strike
0 Weeks
(S1)
Alternative actions
(supply of inventory):
0 weeks supply (A1)
1 week supply (A2)
2 weeks supply (A3)
3 weeks supply (A4)
4 weeks supply (A5)

$

0
10,000
20,000
30,000
40,000

Having identified his alternative
actions and the increm ental costs
for each action/length-of-strike
com bination, the dealer must
evaluate this inform ation in such a
way as to arrive at a decision which
satisfies him. W hat am ount of
inventory should he stockpile in
o rd er to serve his customers and
m inim ize his costs.?
Decision theory provides us w ith
a fram ework fo r analyzing the
problem confronting the lum ber
d e a le r. This th e o ry d e fin e s a

1 Week
(S2)

2 Weeks
(S3)

3 Weeks
(S4)

4 Weeks
(S5)

$20,000
4,000
10,000
20,000
30,000

$40,000
20,000
8,000
10,000
20,000

$60,000
40,000
20,000
12,000
10,000

$80,000
60,000
40,000
20,000
16,000

fram ework and a set o f criteria by
which a decision can be m ade in the
face of this uncertainty. All that is
required is that the decision m aker
identify those actions from w hich a
choice is to be made, th e possible
states o f n a tu re w h ic h c o u ld
confront these actions, and the
outcomes of various action/stateof-nature combinations.
Decision theory provides tw o
approaches for analyzing decisions
d e p e n d in g o n th e d e g re e o f
uncertainty which accompanies the

states of nature o f th e decision
problem . Suppose the best that the
decision m aker can do is simply
identify th e states of nature w ithout
feeling sufficiently inform ed to
assign odds to the chances of
occurrence of the various states;
then w e say that a decision under
uncertainty is faced. How ever, if the
decision maker can assign odds or
probabilities to th e chances that the
individual states will occur, then the
situation is called decision making
under conditions of risk.

Decision under
uncertainty
W e w ill first consider th e criteria of
choice offered by decision theory
for the condition o f decisions under
uncertainty. W e will use the lum ber
dealer's decision problem as an
e x a m p le . To fu r th e r aid this
discussion the various actions will
be identified as A 1 (0 w eeks' supply
of inventory) through A 5 (4 weeks'
supply). The states of nature, which
represent the possible length of the
strike, will be identified as S1 (0
weeks) through S5 (4 weeks).

Minimax or maximin criterion: for
the conservative
The first criterion o f decision
making under uncertainty which
will be considered is that called the
minim ax or m axim in criterion. The
minimax criterion is used w hen the
outcomes are expressed in costs or
losses, w hile the maximin criterion
is used for outcomes expressed as
profits, revenues, o r gains. For our
problem the criterion is minimax
and suggests that th e decision
maker exam ine the m axim um cost
for each alternative, and then select
the alternative which minim izes the
maximum cost. Thus, it is called
minimax. For the actions in our
exam ple problem the maximum
costs are $80,000; $60,000; $40,000;
$30,000; and $40,000 for A 1 through
A 5, respectively. The minimax
criterion w ould then choose A 4, o r 3
weeks' supply o f inventory, since
this minim izes the m axim um cost
for each of the alternative actions.
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This criterion is clearly pessimistic
or conservative in its philosophy. It
directs attention to the worst
outcomes and then chooses the
action for which the worst outcome
is least undesirable.
Minimin or maximax criterion: for
the optimist

Opposite the philosophy of
pessimism which surrounds the
minimax criterion is the philosophy
of optimism which is inherent in the
minimin or maximax criterion. This
criterion requires that the decision
maker examine each action for its
minimum cost and then choose the
action which minimizes the
minimum cost. The minimin
criterion is therefore as optimistic
and adventurous as the minimax
criterion is pessimistic and
conservative. For our example, the
alternatives A1 through A5 have
minimum costs of $0; $4,000;
$8,000; $10,000; and $10,000,
respectively. Thus, A1 (0 additional
supply) should be chosen as it
minimizes the minimum possible
cost. In effect, this alternative
assumes that the strike will last less
than a week and no additional
inventory will be required.
Hurwicz criterion: for the moderate

Since most decision makers find
their philosophy somewhere
between the extreme pessimism of
the minimax criterion and the
equally extreme optimism of the
minimin criterion, decision theory
suggests another criterion of choice
called the Hurwicz criterion. This
principle of choice considers all
levels of optimism between the two
extremes. It suggests that the
degree of opti mism be expressed by
an index, a (alpha), which is
measured from 0.0 to 1.0. If a
philosophy of pessimism is felt, the
a should be relatively close to 0.0,
while an optimistic attitude would
warrant an a of closer to 1.0. Once
the measure of optimism, a, is
chosen, the decision maker then
multiplies the minimum cost of
each action by a, and the maximum
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cost for that action by 1-a. The sum
of these two products for each
action is called the Hurwicz value.
The decision maker simply selects
the action which minimizes this
value. Here is how the Hurwicz
criterion is computed:
If, on a scale of 0.0 to 1.0, the level
of optimism is a = .4, then the
Hurwicz value for A 1 would equal
a(0) + (1-a) (80,000)
.4(0) + (1-.4) (80,000) = $48,000
Alternatives A2 through A5 would
have values of $37,600; $27,200;
$22,000; and $28,000. (The reader
should verify these values and put
them in the table.)

Action
A1

i|
A3
A4
A5

Minimum
Cost

$

0
4.000
8.000
10,000
10,000

Minimum
Cost x a

$

o
4,000

C h o o s in g th e a c t io n w h ic h
m inim izes this value leads to the
selection o f A4. N ote that if the
d e c is io n m a ke r is c o m p le te ly
pessimistic, a = 0.0, the H urw icz
crite rio n becomes the m inim ax
c r ite r io n ;
w h ile
c o m p le te
optim ism , a = 1.0, by the decision
m a k e r im p lie s th e m in im in
prin cip le or criterion.

M inim ax regret criterion:
considering opportunity costs
This crite rio n suggests that a new
table called a “ regret ta b le " be
calculated fro m the original table
(repeated below) o f costs fo r each
action/state com bination. For each
com bination, one computes the
difference between the cost that
w ill result fro m the com bination
and the m inim um cost that could be
o b ta in e d fo r th e sta te u n d e r
consideration.
For o u r example, the regret fo r
A VS4 is calculated by subtracting
the m inim um cost fo r S4, w hich is

Maximum
Cost

$80,000
60,000
40,000
30.000
40.000

Cost x(1-a)

Hurwicz
Value

$48,000

$48,000

18,000

22,000

$10,000, fro m the cost o f A VS4,
w hich is $60,000. This difference is
$50,000 and can be viewed as the
o p p o rtu n ity loss, o r regret, suffered
by the lum ber dealer fo r choosing
action A 1 w hen action A 5 w ould
m inim ize costs fo r S4. O nce the
regret table is com pleted, as shown
below, the action w hich m inim izes
the maximum regret is selected. For

Table of Incremental Costs
Si
A1

A2
A3
A4

A*

i

0
10,000
20,000
30,000

40,000

S2

$20,000
4,000
10,000
20,000
30,000

S3__________ S4__________

$40,000
20,000
8,000
10,000
20,000

$60,000
40,000
20,000
12,000
10,000

$80,000
60,000
40,000
20,000
16,000
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our exam ple this w ould be A 3,
implying a tw o-w eek supply of
lumber.
For this exam ple, then, the
various criteria have led to the
following possible choices:
M inim ax
M in im in
Hurw icz
M inim ax Regret

A4
A1
A4
A3

m a k e r m ust c le a rly state th e
p ro b le m and his a lte rn a tiv e s ,
whereas intuitive o r ‘'g u t-feelin g"
decision making too often may be
based
on
an
incomplete
understanding of the problem .

lum ber dealer has obtained data
regarding th e length of th e last ten
strikes. This review o f past strikes
yields the follow ing inform ation:

Review of
Past Strikes

Decisions under risk

Thus, th e re is, in g e n e ra l, a
difference betw een the selections
under the four criteria, although at

Decision theory provides one
simple criterion
fo r analyzing
decisions under risk. Recall that risk
means the decision m aker has
sufficient know ledge to assign

Length
S1 (0 weeks)
S2 (1 week)
S3 (2 weeks)
S4 (3 weeks)
S5 (4 weeks)

Number Probability
o f Recurrence
2
4
2
1
1

.2
.4
.2
.1
.1

Table of Regret or O pportunity Costs

A1
AA3
A4
A5

S'

S2

S3

S4

S5

Maximum
Regret

$
0
10,000
20,000
30,000
40,000

16,000
0
6,000
16,000
26,000

$32,000
12,000
0
2,000
12,000

$50,000
30,000
10,000
2,000
0

$64,000
44,000
24,000
4,000
0

$64,000
44,000
24,000
30,000
40,000

times they yield the same results.
M uch flexibility is offered by
d ecisio n th e o ry in a n a ly z in g
decisions under uncertainty. The
decision m aker can pick a particular
criterion which is appropriate or he
can apply them all and choose the
alternative action which is indicated
most often by the various criteria.
A nother advantage o f the use of
decision theory is that the decision

probabilities to the chances that
each of the states (possible length of
strike) w ill occur. The sources of
these probabilities could be past
data which have been gathered for
the p ertinent states, subjective
judgm ent about the likelihood of
th e states, o r a th e o re tic a l
probability distribution from the
fields of mathematics and statistics.
Suppose for our exam ple the

W ith this additional inform ation
about the chances o f the states,
decision theory suggests that the
dealer choose th e action which
minimizes expected cost. The
following table combines the table
o f increm ental costs w ith these
probability figures.
Expected cost fo r an action is
calculated by m ultiplying the cost
for each state by the probability of
each state and summing these
products fo r the action being
analyzed. This procedure yields a
weighted average cost, the weights
being the probabilities o f the
various states. This procedure can
b e show n by c a lc u la tin g th e
expected cost fo r A 1:
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Summary

Length of Strike (in weeks)

Probability

S1

S2

S3

S4

S5

2

.4

.2

.1

.1

$40,000
20,000
8,000
10,000
20,000

$60,000
40,000
20,000
12,000
10,000

$80,000
60,000
40,000
20,000
16,000

Alternatives
A 1=0

A*=1
AJ=2
A<=3
A5=4

$

0
10,000
20,000
30,000
40,000

$ 20,000
4,000
10,000
20,000
30,000

E(cost A 1) = .2(0) + .4(20,000) + .2(40,000) +
.1(60,000) + .1(80,000) = $30,000
T h e e x p e c te d costs fo r th e
remaining actions are $17,600 for
A2; $15,600 for A3; $19,200 for A4;
and $26,600 for A 5. (The reader
should verify these values and put
them in the table.) The criterion of
minimum expected cost leads to the
choice of action A 3.
Conceptually, the expected cost
of an action is the average cost that
would result if thjs action w ere
chosen each tim e the decision

Expected
Costs

$ 30,000

situation was repeated many times.
It is the cost that can be expected in
the long run even though the
decision is to be m ade only once.
The decision m aker, how ever, may
not like the insinuation that a
decision is to be repeated w hen he
knows it will not. In the case o f a
o n e -tim e d e c is io n w h e n th e
criterion o f expected value is not
sufficient, the decision m aker can
always revert to the various criteria
used in decision making under
uncertainty to help in the choice of
an alternative.

From the lum ber p roblem in this
a r tic le , o n e can o b s e rv e th a t
decision theory has provided many
aids fo r th e d e c is io n m a k e r.
Depending on the conditions
w ithin the decision problem , that is,
conditions o f risk o r uncertainty,
and his own disposition toward
optimism or conservatism, different
criteria are suggested that enable
the decision m aker to choose
alternatives. Perhaps the greatest
advantage of using decision theory
is the orderly m ethod by w hich a
problem is analyzed in setting it up
for the application o f the criteria.
Even if the form al criteria are not
used, the decision m aker is in a
better position to m ake a rational
decision because he has given
e x p lic it c o n s id e ra tio n to th e
interaction of actions and states.
Decision theory is just one of
several quantitative techniques
used by the management scientist.
In future articles w e w ill explore
some of the others.
□

